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Don’t Miss the New York Clinic This Month! 


An important program has been arranged; and if you 
have to come East this year, now is the time for it 


ITH the first. 1947 Mortgage 
Clinic in Chicago behind us as a 
most successful meeting and the pro- 
gram for a third in Kansas City in 
May now being put together, the spot- 
light at the moment is on our Eastern 
Mortgage Clinic at the Waldorf-Astoria 
Hotel in New York, April 14 and 15. 
This promises to be a highly inter- 
esting meeting. The program’s gen- 
eral theme is similar to Chicago’s but 
the individual subjects are different. 
Have you made your hotel reserva- 
tions yet? If not, it isn’t too late. You 
should have used our hotel reservation 
blank sent with the last issue; but if you 
failed to do so, write or wire today to: 
Sylvia Peltonen, Housing Chairman 

Mortgage Bankers Assn. of America 

Room 1536—233 Broadway 

New York City 
and tell her what you want. The pro- 
gram has not been completed but here 
are some of the highlights: 

First morning: “G.I. Lending,” a 
panel discussion with representatives of 
commercial banks, mutual savings 
banks, life companies, mortgage houses, 
the VA, RFC Mortgage Company and 
our Washington counsel taking part. 
This is the most comprehensive thing 
we've yet organized on G.I. lending 
and ought to be as complete an educa- 
tion in what’s going on in this end of 
the business as you could hope for. 

First afternoon: “Rental Housing 
under Section 608 of Title VI.” 
Speakers will be Clyde L. Powell, as- 


sistant FHA commissioner, and Rog- 
ers H. Israel, Loyola Federal Savings 
and Loan Association, Baltimore, who 
has had an interesting experience with 
608’s and will have a good deal to tell 
us about them. 

Second morning: “Commercial, In- 
dustrial and Apartment Projects,” an 





Radio Tickets 

At previous MBA meetings in 
New York, we discovered that 
members seemed to like the idea 
of us getting tickets to radio 
broadcasts. Back in 1945, we dis- 
tributed almost a thousand tickets 
to various shows. We’re making 
an attempt to get tickets for the 
April Clinic. 

We already have a limited 
number of seats to the Chester- 
field Supper Club show starring 
Perry Como for Monday, April 14 
—both the 7 and 11 p.m. broad- 
casts. We also have tickets the same 
night for the Guy Lombardo 
broadcast as well as the Voice of 
Firestone program at 8:30 p.m. 
You are invited to request tick- 
ets for any of these; and by the 
time you get to New York, we 
hope to have tickets for more 
shows. The selection isn’t as wide 
as it used to be because many 
former New York shows are now 
aired out of Hollywood. 











address by George Goldstein, M.A.I, 
Newark, N. J., a recognized authority 
in the business. 

At this interesting session, members 
will hear William Zeckendorf of Webb 
& Knapp, New York, talk on “Shop- 
ping Centers.” Members may recall 
the interesting article about him in the 
Saturday Evening Post recently. He’s 
the most talk-of man in Eastern real 
estate at the moment. 

Members will also hear an address 
on “Purchase and Development of Real 
Estate by Life Insurance Companies” 
by a well-known life company official. 
His acceptance isn’t actually in our 
hands at this moment or we would 
announce it here. 


Second afternoon: “Building Con- 
struction and Costs.” At this session, 
members will hear L. C. Hart, vice 
president of Johns-Manville Company, 
speak on the situation in the materials 
field, and Richard J. Grey, president 
of the Building and Construction 
Trades Department of the A. F. of L., 
will speak on manpower, apprentice 
training and work limitation—things 
we found mortgage men are very con- 
scious of these days. 

“The Outlook for Interest Rates” 
will be discussed by a prominent invest- 
ment banker and the concluding fea- 
ture of the last afternoon will be an 
address by Emil Schmidlin, nationally 
known builder and real estate man of 
East Orange, N. J., who will speak on 
“Current Building Problems.” 











HIGHLIGHTS OF THE CHICAGO CLINIC 





MBA Clinic Program Off to Good Start in 
Chicago With Largest Attendance So Far 


BA’s 1947 program of Mortgage 
Clinics got off to a good start with 

the first one in Chicago February 28 
and March | attracting the largest a‘- 
tendance yet for one of these regional 
meetings. It offered a varied program, 
mostly subjects that have practical sig- 
nificance for the mortgage man today. 
This article is intended as a brief 
review of what was said and done at 
this meeting. The proceedings will not 


be published; but many of the ad- 
dresses given are available in mimeo- 
graphed form and our brief comments 
here may suggest those which you 
would like to study further. 

George H. Dovenmuehle, vice presi- 
dent of Dovenmuehle, Inc. of Chicago, 
member of the board and chairman of 
the Association’s Clinic and Conference 
committee, presided at the four ses- 
sion with the exception of that portion 
devoted to G.I. lending. 


Declares Big Part of Our Slum and Blight 
Problem Caused by Law Non-Enforcement 


Ns tertgemepehanes part of the na- 
tion’s ills caused by slums and 
blighted neighborhoods can be traced 
to the simple and obvious fact that the 
laws already on the books that would 
do much to halt them are not en- 
forced, President Hollyday said in his 
talk. 

“We have the laws that, if applied 
by an aroused citizenry, would not only 
prevent the spread of blight but would 
do much to kill blight itself,” he said 
in speaking of local laws generally con- 
cerning health, zoning, fire and build- 
ing. 

“Law enforcement officials 
tired of waging a battle against an 
elusive and well-informed evader of 
the law. Few communities have suf- 
ficient inspectors to enforce the laws 
and still fewer contain militant groups 
who realize the dangers and are willing 
to spend time and effort in their cor- 
rection. It is time that real estate men 
and money lenders band together and 
correct this situation that in the past 
has been treated as somebody else’s 
business problem.” 

Hollyday said the Association’s new 
program aimed at helping solve the 
present housing problem could be 
labeled as “moderately militant in its 
attack on the status quo.” 

This program, which members have 
already received, among other things 
calls for the creation of a National 
Housing Policy Board to coordinate the 


become 


9 
- 


activities of all federal housing agen- 
cies, enforcement of local health and 
building laws, and elimination of rent 
controls on new construction. 


Former FPHA Head 
Sees High Costs 


S LONG as we are in a “cheap 
dollar” economy, it is reasonably 
certain that construction costs cannot 
return to their prewar level and “in 
spite of all our prayers and hopes to 
the contrary, high unit costs will be 
with us for many years to come, Philip 
M. Klutznick, former commissioner of 
the Federal Public Housing Authority, 
told our members. 

He is now head of American Com- 
munity Builders, Inc., of Chicago, 
which will construct one of the largest 
neighborhood developments in_ the 
country in an area south of Chicago. 

“All this nonsense about a good 





George H. Dovenmuehle, clinic moderator, 
and President Guy T. O. Hollyday open 
MBA's first 1947 regional meeting. 
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$5,000 house in Chicago and New 
York when materials are at top prices 
and labor still going up has to be dis- 
sipated. Certainly there will be some 
downward adjustment but actually it 
would mean national bankruptcy at 
this point to achieve the downward 
adjustment that so many people glibly 
prate about. 

“Our nation, with $270 billions of 
debt, will continue at a high level of 
income and relatively cheap dollar. At 
the same time, the honest fact is that 
we are pricing housing out of the reach 
of potential consumers who need it and 
who would like to buy or rent it. Since 
we cannot confidently look to major 
downward adjustments in unit prices 
in the immediate future sufficient to 
bring us back to over-all housing cost, 
we must find other means.” 

Klutznick said that the proper ap- 
proach to neighborhood development 
may offer some possibilities. 

He cited several things which must 
develop to make proper neighborhood 
community building successful. First, 
we need new legal instruments to ac- 
quire large tracts of lands “that will be 
fully protective of the right of owner- 
ship of property yet not permit selfish 
and greedy ownership to stay the foot 
of progress.” Second, we must review 
“the limited powers of public bodies 
to provide schools, parks and other 
public places and to keep pace with 
neighborhood development rather than 
to be consistently in arrears by two or 
three years.” 

Third, we need joint cooperative ef- 
forts of groups of builders, he said, and 
explained how, in his opinion, the day 
of the very small builder is gone. 

Fourth, our whole financing tech- 
nique must be reviewed and adjusted 
to meet the sound demands of large- 
scale neighborhood developments. 

Klutznick declared that “we are in 
the midst of two apparently contra- 
dictory movements—one, a growing in- 
sistence on the redevelopment of large 
areas of our urban centers to eliminate 
slums, blight and squalor and, second, 
the accelerated tendency to decentralize 
the large concentrations of populations. 
These movements seem the opposite 
but are complementary. 


April, 1947 





Sheridan Urges Caution in Constructing 


More Office Buildings; May Have Enough 


UR members were warned to 

“exercise great caution in encour- 
aging another era of office building 
construction under the erroneous con- 
clusion that the prevailing restored 
health of the industry and the low per- 
centage of vacancies assures permanent 
stability,” by Leo J. Sheridan of Chi- 
cago in his talk. 

He declared it would be a great 
mistake to assume from the full occu- 
pancy data available today, that a 
need exists for greatly expanding the 
office building plant. 

“It is not unlikely that a failure of 
business to again reach the high levels 
prevailing in 1943 and 1944 will indi- 
cate, within the next four or five years, 
that the plant is not only adequate but 
possibly excessive for our national 
requirements,” he said. 

Sheridan, who heads L. J. Sheridan 
& Co., one of the largest office build- 
ing management firms in the country, 
supervises many of the largest buildings 
in Chicago. 

He declared that there is a direct 
relationship between the level of busi- 
ness activity and the services which 
office buildings provide—a relationship 
which “capital failed to recognize or 
understand in the late twenties.” 

In Chicago, in 1929, approximately 
four million square feet of office space 








had been made available to business 
beyond its requirements which, at that 
time, absorbed only 22 million square 
feet. This excess supply represented a 
vacancy of 14% per cent. Nationally, 
the vacancy was about 13 per cent. 
Cost of constructing this excess supply 
ranged from $15 to $20 per square 
foot. The excess in Chicago alone 
accounted for from $60 to $80 million. 


“It is true that while office buildings 
today are enjoying the highest per- 
centage of occupancy — locally and 
nationally—than at any time in the 
history of the industry, few competent 
ownership and management interests 
fail to regard with concern the precipi- 
tate drop in the level of business 
activity from the early part of 1943 to 
date.” 

He cited one index showing a peak 
of around 155 in 1943, a low of 90 in 
1946 and a prevailing level of 120. 


“It is not improbable that we have 
seen the peak of demand for space. 
It is not improbable that the federal 
government, which has already relin- 
quished much of the space used for 
war services, will reduce its require- 
ments for other governmental activ- 
ities. If business should stabilize at 
approximately the present level, which 
is still well above the level of 1929, 
and if the federal government con- 


tracts its use of space, the office build- 
ing and commercial building industries 
can anticipate a vacancy which should 
not exceed 10 per cent. With a va- 
cancy no greater than 10 per cent the 
industry will enjoy reasonably sound 
investment and economic health. Com- 
petitive practices will be competitive 
but not destructive. 

“The industry today is in much 
sounder condition to face a shrinkage 
of demand than was the case in 1929. 
Few new office buildings are under 
construction. Few, as a matter of fact, 
have been built since 1929. There is 
not a great amount of vacancy over- 
hanging the market. Present invest- 
ments in office buildings should re- 
main sound because of the higher level 
of demand and the lack of new con- 
struction, for the foreseeable future. 
A wave of new construction, however 
ill-advisedly encouraged under the im- 
petus of prevailing conditions, could 
again quickly cause the forfeiture of 
much of the gain accomplished in the 
last three or four years.” 

JOHN C. PHILLIPS NEW 
PITTSBURGH MBA HEAD 

The Mortgage Bankers Association 
of Pittsburgh has named new officers 
for this year. They include John C. 
Phillips, president; J. D. Abbott, vice 
president, and H. V. Silberstein, sec- 
retary-treasurer. New directors include 
Walter A. Scott, John Scott, Reed B. 
Coyle, and R. J. Whalen. 


“ 





A VIEW OF THE CHICAGO CLINIC SHORTLY AFTER George H. Dovenmuehle, Leo J. Sheridan, President Guy T. O. 
OPENING: On the rostrum are, left to right, Philip M. Klutznick, Hollyday and James C. Downs, Jr. Note “school-room” seating plan. 
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Robert Pease Says Shouldn’t Ask a Down 
Payment on G.I.’s; Make on Case Basis 


OME investing institutions, includ- 

ing insurance companies, aren’t 
buying 100 per cent G.I. home loans, 
Robert N. Pease, vice president of 
Draper & Kramer, Inc. of Chicago, 
told members. His observation was 
made at the symposium discussion on 
G.I. loans. Pease said that many in- 
vesting institutions consider 100 per 
cent loans, even with the government 
guarantee, as excessive in the present 
market. 

“I disagree,” he said. “These loans 
should be made on a case basis. If the 
borrower and the property will stand 
up, the loan can be made and pur- 
chased as an investment.” 

Thomas J. Sweeney, Washington, 
D. C., assistant director of the loan 
guarantee service of the Veterans Ad- 
ministration, originally scheduled to 
speak, did not appear because of the 
ban on traveling to meetings by that 
agency’s officials issued as an economy 
move by Gen. Bradley. 

In place of this part of the program 
was the symposium conducted by 
Thomas Purcell, of Hogan & Farwell, 
Inc., and included Chester Davis, vice 
president and trust officer, Chicago 
Title & Trust Company; Mr. Pease; 
QO. Sanders, Jr., supervising loan guar- 
antee officer, and Layard G. Thorpe, 
loan guarantee officer, both in the 
Chicago offices of the Veterans Ad- 
ministration; Edward L. Johnson, vice 
president, Bell Savings & Loan Associa- 
tidn; and Frank Shugrue, appraiser for 
Henry P. Kransz Company. 

The last half of the 
given over to an address by Curt C. 
Mack of Washington, D. C., assistant 
commissioner, underwriting, of the 
Federal Housing Administration, who 
spoke on that agency’s plans and ob- 
jectives regarding rental housing. 

Mr. Thorpe said that the G.I. loan 
record is excellent and that of 31,000 
loans in Chicago only three are in 
danger of foreclosure. 

He told members that “we do not do 
a favor to the veteran if we let him 
enter into a contract if we know his 
ability to pay is out of line with what 
he is buying.” 

Regarding the “secondary market,” 


session was 


Mr. Davis, who is chairman of ABA’s 
veterans’ service committee, said he 
favored “liberalization” of the proce- 
dure under which loans can be sold. 
At the present time, G.I. loans can be 
sold to the RFC Mortgage Company 


by only the original owners. 


Downs Thinks Housing Shortag 


Mr. Sanders agreed with Pease and 
said that “it was the intention of con- 
gress that the guaranteed portion of 
the G.I. loan should take the place of 
an equity.” 

Mr. Thorpe said that the new VA 
appraisal system is working well and 
that appraisers are giving full consid- 
eration to all the various factors of 
cost at the present time. 


e May Reach 


Peak This Year—Maybe Early This Year 


HE housing shortage will reach its 

peak this year— probably rather 
early this year, James C. Downs, Jr., 
president of the Real Estate Research 
Corporation of Chicago and _ well- 
known authority on real estate trends, 
told the clinic. He cited two reasons 
for this prediction—first, that an im- 
portant number of consumers seeking 
houses will withdraw from the market 
and, second, the country will finish as 





COPIES AVAILABLE 


No record was made of the pro- 
ceedings of the Chicago Clinic 
but mimeographed copies of sev- 
eral papers are available at the 
headquarters office. If you would 
like copies of these addresses, we 
will gladly send them: 

“Commercial and Office Build- 
ings” by L. J. Sheridan. 

“Neighborhood Development” 
by Philip M. Klutznick. 

“Building Construction 
Costs” by Tyler S. Rogers. 

“Cost Outlook for Horhes and 
Apartments and Labor Condi- 
tions” by Irvin A. Blietz. 

“Industrial Financing” by Wil- 
liam L. Leighly. 

“Interim Financing Through 
Banks and Insurance Companies” 
by Edgar N. Greenebaum. 


and 


Two of these papers—those of 
Mr. Leighly and Mr. Greenebaum 
—have special significance be- 
cause they are the first works on 
these two subjects we have seen 
and in any event the latest. 
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much housing this year as new families 
will be created. 


“But the housing shortage won’t get 
appreciably better—and it won’t get 
much worse,” he said. 


Downs scored the various companies 
and organizations which are making 
polls trying to find out what people 
want to pay for housing and then 
determining the market on these data. 
He said this is misleading because the 
true gauge of the market is what 
people will be able to pay. 


In the present market, most people 
need houses costing $8,500 or less. The 
market that is best served at the mo- 
ment, he said, was for $8,500 to 
$10,000 houses. The market for houses 
costing $10,000 to $17,000 is active 
but the market for homes costing 
$17,000 to $35,000 is “definitely skit- 
tish.” 


He attacked rent control, which he 
said he embraced at the beginning, 
but described now as a “foul piece of 
government control” and declared that 
stabilizing rents at 1941-42 levels at 
the present time is “political chican- 
ery.” 

He said rent control is now “freez- 
ing” people in quarters which they 
would not keep were it not for the 
fact that rent control “subsidizes them 
in their present housing.” 


Downs said that the social aspects 
of the housing problem get too litt'e 
attention now. He noted the tremen- 
dous increase in number of childless 
families and said that a survey of his 
organization disclosed a very large 
number of couples with both husband 
and wife working “and no family 
plans.” 
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Pradecess Council Head Expects Shorter 
Building Time and Lower Costs in 1947 


HE second morning session was 
devoted to building construction 
and costs —- and there were many 
varied opinions of what’s what today. 
A rather bright picture of what is 
ahead as far as materials go was 
painted by Tyler S. Rogers, president 
of Producers Council, national organi- 
zation of building materials manvfac- 
turers, who declared that it is reasonable 
to believe that the peak in costs had 
been reached and the future trend will 
be downward. He said “it is possible 
that costs might drop as much as 20 
per cent below 1946 peaks.” A number 
of members took issue with him. 


Rogers declared that shortages of 
building materials are disappearing so 
fast that 1947 may well become a rec- 
ord building year with approximately 
one million houses under construction. 
Practically all building materials are 
being produced at rates equaling or 
surpassing previous peak production 
records—notable exceptions being cast 
iron pipe and hardwood flooring. 

But, he added, to achieve this build- 
ing goal, there must be a steady flow 
of raw materials and freedom from 
work stoppages. 


Rogers took issue with those who 
contend that building materials are 
getting so high that many people are 
being priced out of the market. At 
ceiling limitations, present costs show 
a drop in actual market-place values. 
People who believe that building ma- 
terials costs are abnormally high are 
either poorly informed as to the gen- 
eral situation or are drawing their 
conclusions from isolated examples. 

“Another important factor in build- 
ing costs is the great improvement 
already evident in distribution of build- 
ing materials. Black markets have 
largely vanished. Most of the factors 
which contributed to abnormal con- 
struction costs in 1946 are expected to 
completely disappear during the com- 
ing year.” 

He expressed the opinion that con- 
struction would be quicker this year. 

“Jobs that took eight months to a 
year to complete in 1946 have at least 
a fair chance of being finished in half 
to two-thirds that time. Labor ineffi- 
ciency caused by the natural inclina- 
tion to slow down when work appears 
to be running out should be replaced 
by the normal pressure to complete 
work on schedule.” 


Builder Hits “Monopolistic” Labor Factor; 
Economist.See Lower Rates in 10 Years 


UILDING materials are going to 

be easier to get the rest of this 
year but increased labor costs will more 
than offset any decline in their cost, 
Irvin A. Blietz, nationally-known 
Evanston, Ill., builder, declared in his 
address. 

In view of this, costs are likely to 
remain at about today’s level for the 
next year or longer, he said. 

Blietz said the frantic demand for 
housing has dropped off some “and 
asking prices for older houses have 
also declined and will continue to do 
so until they have reached their real 
values.” 

With the exception of a few items, 
there should be no problem of getting 
materials in the next six months. 

“Bricks are more plentiful and face 
brick prices can be discussed with the 
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seller. That, at least, is a change in 
attitude. Structural iron and steel are 
more difficult to secure than ever, 


making for a shortage of pipe, electric 
conduit and sheet iron used for warm 
air ducts. Plumbing fixtures are easier 
to secure. 

“But not so with labor. Available 
supply of skilled mechanics is not ade- 
quate to meet the demand already 
here much less take care of the ex- 
panding program. Production per man 
hour has declined to its lowest ebb. 
I do believe, however, that we have 
reached the bottom as those workers 
who believe in giving as little in pro- 
duction as they can for as much money 
as they can get are already exercising 
that privilege. 

“This is not an indictment of all 
construction workers as a great many 
craftsmen continue to produce a day’s 
work for a day’s pay.” 

He cited government and A. F. of L. 
statistics indicating that the number of 
apprentices being trained is only suffi- 
cient to take care of those who retire 
from the business because of age and 
other reasons—and makes no provision 
for the expanded building program. 

“Labor is well-entrenched in the 
urban areas and while its monopolistic 
restrictions cannot be found in any 
written records, they are there. Because 
of the local character of these restric- 
tions not affecting inter-state trade, it 
is difficult to see how national legisla- 
tion can correct the restrictive prac- 
tices.” 


Mortgage bankers—now loaning at 
the lowest interest rate in modern times 
—were told today that interest rates 
ten years from now would be a good 
deal lower than they are at the moment. 
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son, Wis., August 18 to 30. 


Building, Industry and Services. 





MBA Calendar 


Eastern Mortgage Clinic, Waldorf-Astoria Hotel, New York, April 14-15, 
Board of Governors Spring Meeting, Hotel President, Kansas City, Mo., 
Southwestern Mortgage Clinic, Hotel President, Kansas City, Mo., May 


Mortgage Training Course for Junior Executives, sponsored by MBA at 
the School of Business Administration, University of Wisconsin, Madi- 


34th annual MBA Convention, Hotel Statler, Cleveland, October 2, 3 
and 4, 1947, held in conjunction with the 8th annual Exhibit of 




















Harland H. Allen, Chicago, econo- 
mist and investment counsellor, said 
he was willing “to stick his neck out 
and predict that interest rates ten years 
from now would be a good deal lower.” 

The present period of low interest 
rates is world-wide, and seems likely 
to continue, he said. 

As for mortgage money, Allen said 
that in the immediate future, rates 
might rise some but not much. 

He said he didn’t think the demand 
for capital is going to be anything like 
many seem to think it will and cited 
working capital of the principal cor- 
porations today as being twice what it 
ever was before. 

He told members to expect a tre- 
mendous period of obsolescence in real 
estate and predicted that “the next 
ten years will be the greatest period of 
obsolescence ever known.” 

“One of the principal threats to in- 
terest rates today is the undeveloped 
patents on corporation shelves—pat- 
ents that corporations aren’t develop- 
ing now because of their potential 
threat to present invested capital.” 


Sees Big Future in 
New Home Design 


Present trend is toward lighter con- 
struction said Carl F. Boester, director 
of the Housing Research Division of 
Purdue University, an organization 
that has made an important contribu- 
tion to studying new methods and 
products. 

“It doesn’t mean ‘jerry-building’. We 
must go to lighter construction to help 
cut costs. But it requires care. We 
must watch that stresses are in the 
right places.” 


He foresees a big future for solar 
heating and said that in the Chicago 
area as much as 9 to 10 per cent in 
heating costs may be saved by solar 
construction. 

He told our members that prefabri- 
cated construction is now about where 
the automobile was 50 years ago and 
thinks this development has a great 
future. There are at least 15 to 20 
pre-fab manufacturers who are doing 
a good job. 


Life Official Says Down Payment and a 
Longer Term Loan a Help to Veterans 


ORTGAGE lenders are not ful- 

filling their obligation completely 
to veterans if they fail to point out 
that there are certain advantages to 
them in short-term loans with down 
payments, Norman H. Nelson, vice 
president of the Minnesota Mutual 
Life Insurance Company in St. Paul, 
told members in his address. 

Mr. Nelson’s reference was to the 
concern recently shown by the VA that 
some lenders are demanding down 
payments and shorter terms on G.I. 
home loans, the federal agency con- 
tending that such action barred the 
veteran from receiving the full benefit 
of the Servicemen’s Readjustment Act. 

“Because of the competition between 
mortgage lenders for loans, no G.I. 
needs to take a loan he does not want,” 
Nelson declared. “The G.I. is smart. 
Frequently, when he is reminded that 
he pays less total interest over the 
shorter period and less interests if he 
borrows less, he himself suggests a 
change in the loan terms. The mort- 
gage banker is not fulfilling his obliga- 
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tions unless he at least takes the time 
to. explain these advantages. The im- 
portance of an equity payment cannot 
be over-estimated. It tends to protect 
the G.I. as well as the lender and con- 
tributes to more general financial sta- 
bility.” 

The major part of Mr. Nelson’s 
address was devoted to the correspond- 
ent-company relationship. He pointed 
out that mortgages owned by life com- 
panies in 1935 totaled around $5,400,- 
000,000 and in the next ten years had 
grown to around $6,500,000,000. 

“A good share of these mortgages, in 





both number and amount, held by life 
companies were negotiated, closed and 
sold by loan correspondents and other 
mortgage brokers. This was accom- 
plished without the need of a federal 
policeman, such as the SEC.” 





Various methods of interim financ- 
ing were described by Edgar N. 
Greenebaum, Chicago, president of 
Greenebaum Investment Co., in his 
address. Greenebaum told members 
that in Chicago, mortgage houses usu- 
ally pay out the proceeds of the con- 
struction loan to contractors as con- 
struction of the building progresses and 
then borrow against these advances at 
banks. The same procedure is being 
followed regardless of whether the loan 
is a G.I., FHA or a conventional mort- 
gage. He said that some mortgage 
companies represent insurance com- 
panies which themselves advance con- 
struction funds. He described various 
methods of this so-called “interim” 
financing used in other sections. 


It’s Tough Period to 
Get at Real Values 


It is almost impossible today to 
accurately determine sound real estate 
values in view of current costs and 
prices when compared with those of 
six and seven years ago, William L. 
Leighly, vice president, Dovenmuehle, 
Inc., Chicago, told members. 


He suggested that under such con- 
ditions, the lender will be well advised 
to give closer attention to the ability 
of the borrower to re-pay, based upon 
an estimate of his past record. 


He warned to avoid so-called “war- 
babies” — companies which did well 
during the war but which are likely to 
be the first casualties in the next few 
years. 

Based on the assumption of “prob- 
able prosperity for the next few years,” 
Leighly laid down a general pattern to 
follow for industrial loans. 


Term of loan is likely to be 10 years, 
with principal amortized 50 per cent, 
or preferably 60 per cent, during thc 
first five years. Interest rate will be 
between 4 and 5 per cent although the 
average loan will be in the neighbor- 
hood of 4% per cent. 
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Footnotes to the Clinic 


PresweNt Ho.ttypay told members 


at the Chicago Clinic that after 
attending the Builders Convention 
(which closed the day before we 


opened) he had at last found out what 
a minimum loan is—it’s a 100 per cent 
loan! That brought a knowing re- 
sponse from the audience — everyone 
knew just what he had in mind. In a 
more serious vein, he said that it was 
surprising that builders at the conven- 
tion expressed no responsibility toward 
preventing veterans from over-buying. 
What’s going on is the responsibility of 
the lenders seems to be the general atti- 
tude of builders. With the Builders’ 
big exhibit of home appliances and 
building materials in mind, Hollyday 
declared there was one piece of equip- 
ment he hadn’t noticed on display—a 
bag. The reason, he explained, was 
probably that the bag is being pushed 
over to the mortgage lender to hold. 


Puuir Kiutznick prefaced his ad- 
dress by saying that it was what he 
called a sarong talk—it covered the 
subject only briefly. Next day Epcar 
N. GrEENEBAUM went him one better 
and said his talk was a kimono talk—it 
covered the subject but touched it only 
lightly at any one point. 


After Wiiu1am L. LeicHLy’s talk on 
“Industrial Financing,” Grorce Dov- 
ENMUEHLE asked the audience how 
many were making industrial loans. Of 
about 175 in the room at that time 
(this was Saturday afternoon and many 
had to take early trains) only around 
15 said they were making them. As 
Mr. Dovenmuehle pointed out, that 
number will probably grow apprecia- 
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bly in the future because of the in- 
creasing importance of this type of 
financing. 


After Edgar N. Greenebaum’s ad- 
dress, Mr. Dovenmuehle asked the 
group what sort of arrangements for 
interim financing prevailed in different 
communities. He explained that in 
Texas he understood the common prac- 
tice was for banks to charge | per cent 
under the rate of the mortgage. In 
Chicago, mortgage men pay 3 per cent 
for their interim money while a mem- 
ber from Washinton, D. C., said the 
differential in the national capital was 
a half of one per cent as contrasted to 
the one per cent in Texas. As the 
Greenebaum paper pointed out and as 
Mr. Dovenmuehle himself explained, 
there seems to be no general practice 
over the country for this procedure. 
The Greenebaum paper told how this 
financing is handled in Chicago and 
then gave reports from N. N. Wolfsohn 
of Philadelphia, Aubrey M. Costa of 
Dallas, Melvin Lanphar of Detroit and 
W. Walter Williams of Seattle on how 
it is done in their cities. 

One member wanted Tyter S. 
Rocers to tell him exactly how much 
building costs have gone up. He said 
that if an average house cost 100 per 
cent in 1927, how much, in Rogers’ 
opinion, would that same house cost in 
1939, 1941, June of 1946 and today. 
Rogers didn’t have the answer but 
Irvin Buretz, on the rostrum at the 
time, said the answer is 70 to 80 per 
cent up in the Chicago area (FHA in 
Chicago says 73 per cent as of now). 
Mr. Dovenmuehle wanted the audience 


to tell him if 608’s can be built right 
now at $1800 a room. Blietz answered 
with a hesitant “yes” but added, 
“We’re bumping ceiling right now.” 


Members who think being MBA 
president is a snap probably got a shock 
when Mr. Dovenmuehle told the audi- 
ence how much time President Holly- 
day is spending on MBA work. Mem- 
bers paid a tribute to Mr. Hollyday 
by giving him a rising vote of thanks 
for his efforts and work this year. 





Total registration was 340, largest 
eyet for a Clinic. While the meeting 
was intended primarily for members in 
the middle section of the country, we 
had registrations from 78 cities in 31 
states, the District of Columbia and 
Canada. 


Norman Ne son said he felt that 
Watiace Morr’s article in the March 
issue of The Mortgage Banker had 
“stolen his thunder” since his address 
was on the same subject. He wasn’t 
correct in this assumption because his 
talk added to what Mr. Moir had al- 
ready written. ALLYN CLINE of Hous- 
ton was one of those to whom the Moir 
article had been submitted in advance 
and we asked him for his opinion for 
publication with the article. It didn’t 
arrive in time but Mr. Cline since tells 
us that, in his opinion, “Moir presented 
a very thoughtful analysis of the rela- 
tionship between Correspondent and 
Insurance Company principal. I am 
heartily in accord with his ideas, be- 
lieving as I do, that the correspondent 
system can produce more and better- 
type loans at lower costs for insurance 
companies than any other program yet 
devised.” EPP TES 


E. H. HACKMAN ELECTED 
HEAD OF FT. WAYNE GROUP 
E. H. Hackman, president, Wayne 

Mortgage Company, Inc., was elected 

president of the Fort Wayne Mortgage 

Bankers Association to succeed Frank 

J. Mills, and Mark V. Overmyer, vice 

president, Lincoln National Bank and 

Trust Company, was elected vice presi- 

dent. Ralph Doctor, secretary of the 

First Federal Savings and Loan As- 

sociation, was elected secretary. Frank 

J. McCabe, MBA director of educa- 

tion and research, spoke at the meeting. 
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People and Events 





Security Behind G. I. Loans 











Samuet E. Neet, MBA Washington 
Counsel, suggests that members will 
find the January, 1947, issue of Law 
and Contemporary Problems, published 
by Duke University School of Law, 
Durham, N. C., an interesting one. It 
consists of 12 articles on housing, all 
covering specific subjects and each one 
a professional contribution to thinking 
and developments on that subject. 

MBA's good member, Frank J. Mills, 
has just undergone a serious operation 
but is coming along fine. Write him at 
St. Joseph’s Hospital, Ft. Wayne, Ind. 

We note that A. D. Fraser, Inc., 
Cleveland, has organized a subsidiary, 
Fraser Realty Co., with W. E. MILLer 
as president and Evan B. HamILton, 
vice president and general manager. 

Our deepest sympathy goes to 
Frank C. Waptes, Cedar Rapids, Ia., 
in the recent death of his wife. Mrs. 
Waples had been ill for some time and 
had a stroke while her husband was on 
the West Coast. He flew back and ar- 
rived shortly before she died. 

Presipent Hottypay’s schedule is a 
busy one these days attending local 
mortgage meetings. On March 10, 
there is a luncheon meeting of the New 
Orleans Mortgage Bankers Association 
and March 14 a luncheon meeting with 
the Birmingham Mortgage Bankers As- 
sociation. Then March 18 the New 
Jersey Mortgage Bankers Association 
have their annual dinner meeting 
scheduled (where one of the principal 
speakers will be Wituiam Irwin, ABA 
economist) and then on April 10 and 
11 comes the Texas Mortgage Bankers 
Association annual meeting in Galves- 
ton. So far, President Hollyday has 
spoken before 10 local mortgage 


bankers associations. 


BJORK HOPES TO SEE A 
HIGHER LOAN RATE SOON 
“Long-term lenders are dealing with 
the cards stacked against them,” Irving 
G. Bjork, newly-named second vice 
president of Connecticut General Life, 
told members of the Connecticut 
Bankers Association in a recent meet- 
ing. He pointed out that both produc- 
tion and distribution have been upset 
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Assume that you, as a mortgage 
lender, made a 100 per cent G.I. Loan 
on a $7500 single-family residence 
built in July, 1947, to be amortized 
monthly over a 25-year period. Assume, 
further, that you also made a 501 G.I. 
Loan of $10,900 on another single- 
family residence, built during the same 
month and sold for $13,800, to be 
amortized monthly over a 25-year 
period. 

If a default occurred at the end of 


by the war and costs have gone too 
high. 

Speaking about home mortgage 
lending, he expected to see, in the not 
too distant future, a downward trend 
in construction costs and hoped to see 
a higher interest rate on this type of 
loan. He also claimed that with present 
costs “we just can’t build homes at the 
prices set by the Veterans Administra- 
tion.” 


ROY C. 


JOHNSON NEW 
OKLAHOMA PRESIDENT 

Roy C. Johnson, president, Albright 
Title and Trust Co., Newkirk has been 
elected president of the Oklahoma 
Mortgage Association. Johnson served 
as vice president in 1946 and is the 
son of the late Roy S. Johnson, once 
a member of the MBA board. 

Paul X. Johnston, vice president, 
W. R. Johnston & Co., Oklahoma City, 
was elected vice president. He served 
as secretary in 1945. 

Raymond McLain Jr., secretary- 
treasurer, was re-elected after two pre- 
war terms and a term as secretary last 
year. He, like President Roy, is the 
son of a past president of OMA. He 
is a property manager for American- 
First Trust Co. 


50 NEW MBA MEMBERS IN 
CURRENT FISCAL YEAR 
Fifty new members have been ad- 
mitted to the Association since the 
beginning of the current fiscal year on 
September Ist, according to Howard 
B. Moffett, Oklahoma City, chairman 
of this year’s membership committee. 


five years the value of both pieces of 
property would have to decline almost 
50 per cent before you as a lender 
would suffer loss. 


Attention of MBA members is di- 
rected to the two schedules, prepared 
by a large eastern mortgage investor, 
enclosed with this issue. They give a 
striking illustration of the security be- 
hind a loan guaranteed by the VA.— 
Frank J]. McCabe, Director of Edu- 
cation and Research. 





Seven applications are awaiting board 
approval. The list of new MBA mem- 
bers for this period are: 

Lincoln Savings Bank of Brooklyn; Lawyers Title 
Corp of New York; Bankers Mortgage Company, 
Paterson, N. J.; Leslie B. Kull, Inc., New Rochelle, 
N.Y.; Kieb-Pasbjerg, Inc., Newark; Abeles-Stevens, 
Newark; 

Home Owners Service Corp., Charleston, W. Va; 
W. Burton Guy & Co., Baltimore; McIntosh & 
McIntosh, Arlington, Va.; Peoples Bank of Cum- 
berland, Cumberland, Md.; Fred A. Smith, Realtor, 
Washington, D. C.; Mortgage Exchange Corpora- 
tion, Charleston, W. Va.; Jacksonville Properties, 
Inc., Jacksonville, Fla. ; 

The Heslop Building & Realty Co., Akron; The 
Miami Deposit Bank, Yellow Springs, Ohio; The 
First State Bank of Decatur, Decatur, Ind.; 
Alliance First National Bank, Alliance, Ohio; Louis 
W. Cotton & Co., Jackson, Miss.; Louisiana Fire 
Insurance Co., Baton Rouge, Le; Evans, Mills & 
Company, Birmingham; 

Pine Lawn Bank & Trust Co., St. Louis; Hogan 
& Farwell, Inc., Chicago; Hicks Fallin, ‘ 
Peoria; Elliott Bradley & Co., Springfield, 
Northwestern National Bank, Minneapolis; O. A. 
Brandt, Des Moines; 

Midwest Mortgage Co., Oklahoma City; Miller 
Mortgage Company, Ponca City, Obkla.; Ellis, 
Nicholson, & Cramer, Inc., Oklahoma City; Wel- 
born Mortgage Company, Fort Worth, Texas; 
American General Investment Corp., Houston; Rio 
Grande National Life Insurance Company, Dallas; 
J. W. Jones Mortgage Co., Dallas; 

W. I. Hollingsworth & Co., Los Angeles; Tucson 
Title Insurance Company; Tucson; The Anglo- 
California Bank, San Francisco; Wm. Stanwell Com- 
pany, Oakland, Cal.; and Seattle First National 
Bank, “Seattle, Washington. 

New associate members are: 

Title I e C 
nati; Edward J. Raub, Jr., 
Johnson, Crowe, Tolbert 
City. 


of Mi ta, Cincin- 
Indianapolis; and Embry, 
& Shelton, Oklahoma 








Personnel 











LOAN EXECUTIVE AVAILABLE 
Twenty years’ rience mortgage banking and 
allied fields. University education. Life gy: roid 
home office and field experience. Now loan 
of real estate company representing insurance com- 
panies, banks, ete. _Also competent . adver- 


tising, public analysis. 
responsibilities sought because advancement 
a in current position. Write in confidence to 
M Bankers Association of America, 

ih West Washington Street, Chicago 2. 
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